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Geographically Italy is at the center of the gas supply network from North Africa, Northern Europe, Russia and, in the future, 
from the Caucasus, making it a strategic point for the stability and security of the gas supply for the entire European Union. 
Over the last decade the supply of natural gas has changed since the liberalization of the sector led to the creation of a Virtual 
Trading Point and later to the Gas Exchange in order to guarantee citizens the right to a secure and reasonably priced energy 
supply. The purpose of this paper is to analyze the evolution of the liberalization of the natural gas sector to observe the results 
12 years after the process began and to assess the potential arising from the opening of the Gas Exchange. 
1. Introduction 
 
Italy is geographically placed at the center of the gas pipeline infrastructure linking Europe with North Africa, 
Northern Europe, Russia and in the future the Caucasus. It is thus a strategic point for the equilibrium and security 
of the gas supply for the entire European Union. 
Italy is the commercial and geographical centre of the gas network, and the sensitive trends of the energy sector 
affect the entire economy. This being the case, Italy in the wake of experience from North America and Britain, 
stands to become an important financial market in relation to physical gas flows. 
In this article, in the second section, we shall analyse the evolution of the natural gas market, both at a European 
and an Italian level through the legislation that, as from 1998, has modified the sector with the intent of promoting a 
more efficient service and greater protection of the interests of the consumers. The subsequent section describes the 
Virtual Trading Point (PSV) and the Gas Exchange in Italy. The fourth section describes the Trans Adriatic Pipeline 
(TAP) project and the fifth section concludes.  
 
2. The liberalization process of the natural gas sector 
During the seventies and eighties methane gas, known as ‘blue gold’, began to progressively replace heating oil, 
thus conquering new markets and confirming its role as an efficient substitute for the petroleum derivatives in the 
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civil sector, in industry, as well as in power generation. Many oil power stations have been replaced with methane 
plants, which are more efficient and have less impact environmentally. The demand for natural gas, as a replacement 
for more expensive, less environmentally friendly resources, has significantly increased in Europe over the last 
fifteen years (Reymond, 2007). Indeed, the contemporary companies are increasingly pushed by their stakeholders 
to achieve a balance between environmental and business needs (Capece and Bazzica, 2013) and to engage, 
effectively, in environmental protection (Costa and Menichini, 2013; Calabrese et al., 2013). This is true especially 
for those companies competing in industries with significant environmental impact, like the energy industry (e.g. the 
petroleum industry, the gas industry, the electrical power industry, the coal industry, the nuclear power industry, the 
renewable energy industry) (Calabrese et al., 2005). The growth in demand and the contemporary process of 
liberalization gave rise to the need for regulation to protect the consumers and develop competition. Indeed, as of the 
end of the 1990s the natural gas sector was the subject of a considerable amount of legislation at both a national and 
a European level in order to liberalise the national market and to create a single European market (Capece et al., 
2008, 2012). The European liberalisation process has affected many sectors of infrastructure services, with the aim 
to lower prices and improve consumer welfare. Also in the other sectors, in order to reduce the competitive 
disadvantage for new entrants and smaller operators many European regulation authorities have introduced manifold 
remedy (Cricelli et al, 2010). With the objective of creating a fully operational national gas market in which fair 
competition prevails, the European Community decided to regulate the natural gas market. It was in this regard that 
on 22 June 1998 the European Parliament and the European Council, by means of Directive 98/30/CE, began the 
liberalization of the European natural gas market, which had previously been characterized by vertical integration 
and public monopoly (Guldmann, 1985). This process continued in 2003 with the Gas Directive 2003/55/EC 
finishing in 2009 with the Gas Directive 2009/73/EC which is the European gas legislation in force at present 
(Capece et al., 2009, 2010). 
The European Gas directive proposes three innovative aspects: 
1. The unbundling of transport and trading: i.e. all gas operators belonging to the member states must separate 
their gas transportation and trading functions into separate companies.  
2. The regulated TPA (Third Party Access): potential network users must be able to request and obtain access to 
gas facilities under transparent, objective and non-discriminatory conditions. 
3. The concept of ‘eligible customers’, which is a category of customers who have the freedom to choose their 
supplier and the right to acquire gas at a competitive price. 
The first European Gas Directive was transposed into Italian law by Legislative Decree n.164/2000, known as the 
Letta Decree (Ministry for Economic Development, 2000), which laid down important guidelines concerning the 
definition of the eligible customers, competition, and conditions of reciprocity. The decree was aimed at liberalizing 
the national natural gas market and defining an organic framework to reform the entire sector, which had previously 
been under the monopoly of the Eni group. One of the most significant changes brought about by this legislation 
was that the Letta Decree imposed the unbundling of distribution companies from those in retail thus allowing the 
latter to operate in a more competitive market. Hence the system is divided into companies, which deal with the raw 
materials (producers, importers, wholesalers, retailers) and those providing the infrastructure and services 
(transporters, distributors, LNG plant operators and storage) (Capece et al., 2013). 
Since the widespread use of natural gas and the beginning of the liberalization process at a European and national 
level, Italy has become the fourth largest gas consumer in the world. Over 50% of the electricity generated in Italy is 
derived from this gas consumption, accounting for over 70% of the annual energy bills of the average Italian family. 
Italy depends ever more heavily on imported gas: in 2011 the level of dependence rose from 90% to 92.5%. 
Almost all the gas consumed in Italy is imported from five countries: Algeria, Russia, Norway, Holland and Libya – 
mainly via gas pipeline (88%) although the amount transported by ship is rising considerably thanks to the 
introduction of the Adriatic LNG terminal near Rovigo, where the tankers from Qatar now offload. 
Algeria, which for many years has provided Italy with more natural gas than any other country, supplies over a 
third (37.1%) of the gas imported into Italy. A further 30% comes from Russia; from Libya 10.6%; from the 
Netherlands 5.5%; and from Norway 4.9%.   
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In contrast, the national level of gas production is falling. Although Italy is not without its gas reserves, 
environmental problems and local opposition are amongst the most frequent obstacles to the exploitation of these 
resources. Nevertheless, following years of constant decline, Italian gas production has seen a slight recovery over 
the last two years due to a new gas field, which recently entered into production on the continental shelf on the 
border between Italy and Croatia. Another reason for this growth is the increase in production levels in some gas 
fields on the mainland. 
 
3. From PSV to the Gas Exchange 
The first spot gas market in Italy, which was established in 2006, is the Virtual Trading Point (Punto di Scambio 
Virtuale or PSV). The PSV is a virtual hub to trade and sell gas injected into the Italian national natural gas transport 
system (Rete Nazionale di Gasdotti or RNG). Snam Rete Gas manages the PSV, which is the leading natural gas 
transporter and dispatcher in Italy. The primary aim of the PSV is that of providing the users with a platform   where 
bilateral over-the-counter (OTC) transactions of natural gas take place on a daily basis. The Italian Regulatory 
Authority for Electricity and Gas (AEEG) itself defines the PSV as the ‘gas and transmission capacities market’ 
with the objective of facilitating negotiations, reducing transaction costs, and hence improving the overall efficiency 
of the system and the balancing between supply and demand. A virtual hub, in contrast to a physical hub, is not 
associated with any particular physical intersection in the pipeline network, but it is rather conceptually within a 
national or regional infrastructure system. The virtual hub is open to market competition and promotes natural gas 
negotiations between the various competitors including the numerous supporting services. 
In order to trade and sell gas in an orderly, efficient and automated manner, Snam Rete Gas developed an 
instrument which public users access to register their offers and bids. This instrument is composed of two modules 
which may be accessed from the website of Snam Rete Gas (www.snamretegas.it). The first is the ‘Gas Sales Offers 
and Gas Purchases Requests Bulletin Board’ to manage and display users’ offers and bids; the second is the ‘PSV’, 
which is utilised to manage and display the transactions that have been concluded between users. 
Over recent years, the exchanges at the PSV have increased considerably both in terms of the volume of gas 
exchanged and the number of transactions carried out. This growth was partially due to the standardisation of the 
transaction contracts. Under Authority regulations, as from 2006 traders have been able to carry out transactions at 
the national gas hub without necessarily utilising the transportation system. In 2011, 112 operators exchanged, 
purchased or sold gas at the PSV, and of these 27 were purely traders (in that they did not utilise the transportation 
system). The number of operators had risen from 106 in 2010 to 112 in 2011, even if the number of pure traders fell 
from 32 to 27. This drop was probably linked to the less advantageous prospects of the gas market due to the 
economic and financial crisis of recent years. A comparison of thermal years 2009-2010 and 2010-2011 shows how 
the PSV is growing year by year to the detriment of the other entry points to the national network, which are in 
constant decline. With regard to the operator size, it may be seen that importation is the main source of procurement 
especially for the large operators. However, as the operator size decreases, the importance of purchasing on national 
territory and at the PSV increases. In fact the medium-sized operator companies have the highest percentage of 
purchases (43.6%) at the PSV (AEEG, 2012). 
 The Italian Gas Exchange began to take shape in 2007 with the Decree-Law 7 of 31 January 2007, converted 
into Law 40 of 2 April 2007 (Italian Parliament, 2007), which established the obligation: 
• for holders of natural gas extraction concessions, to transfer quotas of domestically produced gas due to the 
state;  
• for importers, to offer a quota of imported gas on the regulated capacity market. 
The Ministry defined the procedure for the transfer of the quotas between 2008 and 2009 for Economic 
Development (MSE) and the Authority. With Law 99 of 23 July 2009 (Italian Parliament, 2009), the economic 
management of the gas market was entrusted exclusively to the GME (the state-run energy markets operator) which, 
under the same law and within six months of its entry into force, was required to take on the management of sales 
offers and purchase bids (and all the related services) on an economic merit basis.  
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However, the Gas Exchange was in fact opened in 2010, following the decree issued by the Ministry for 
Economic Development on 18 March 2010 (MSE, 2010) which set up a Trading Platform for imported gas, called 
‘P-GAS’. The Gas Exchange is an electronic platform where operators can make spot gas purchases and sales. The 
GME acts as a central counterparty by recording concluded transactions which require the gas to be physically 
delivered at the PSV in the system, which is managed by the balance operator, Snam Rete Gas. 
On 14 April 2011 the new platform for gas market balancing (PB-GAS) was made official through Resolution 
ARG/gas 45/11. The aim of PB-GAS, which is organized and managed by GME, is to make a gradual transition 
from ‘in storage’ balancing to ‘market balancing’, a mechanism which is more in line with the European gas market. 
Thanks to the new PB-GAS, both those responsible for the balancing service and its users can access the resources 
required to balance the system. The platform opened in December 2011, however, only since 01 April 2012 has 
shippers been able to make bids. 
 
4. The Trans Adriatic Pipeline 
Energy networks are the backbone of any industrially developed country and never before has energy been quite 
so important for economic and social development as it has in recent years. In this regard the European Union has 
formulated a strategy based on constructing infrastructures to transport natural gas to Europe from reserves in the 
areas of the Caspian Sea, the Middle East and Central Asia. The Southern Gas Corridor, as the project is known, 
would provide a new, alternative gas supply in order to further guarantee gas procurement for the European market, 
rather than relying solely on the existing pipelines from Russia, Africa and the North Sea. Although at present there 
are infrastructures to transport gas from the Caspian Sea region which cross through Turkey, they only reach as far 
as the Greek border. As yet gas from Azerbaijan cannot reach the European market as there is currently no pipeline 
connecting the Greek-Turkish border with Italy. The Trans Adriatic Pipeline (TAP) is a project to bridge this gap, 
which will transport natural gas directly from the Greek-Turkish border through Greece and Albania across the 
Adriatic Sea to the southern coast of Italy. The TAP aims to ensure another gas supply route to deal with Europe’s 
increasing energy needs, allowing southern Europe access to a new source of natural gas, and thus also contributing 
to the development of the free market of gas trading in Italy.  
 
5. Conclusions 
 Now more than a year after the inauguration of the Gas Exchange, the task of trading and selling gas is still 
mainly carried out by the PSV, in fact the volumes exchanged on the spot market are still minimal: over the thermal 
year 2010-2011 the PSV covered over 64% of gas market transactions in terms of volume. The scarce liquidity of 
the Gas Exchange and the fact that P-GAS, the new negotiation platform for the trading of imported gas, is still in its 
start-up phase have resulted in the PSV continuing to be the principle virtual natural gas market in Italy (AEEG, 
2012). 
At a national level natural gas has been gaining ever more ground, a trend which will probably continue 
considering the results of the nuclear power referendum in 2011; a situation which demands careful consideration in 
the light of the profound changes that have taken place lately in the international arena. 
Recently there have been a number of very significant events in the energy sector such as the opening of the 
European energy markets to market competition, the completion of methanisation processes, and the recent ‘shale 
gas’ revolution in the USA. In response to these, wherever possible, Italy ought to analyse and formulate new 
strategies to try to transform critical situations into opportunities and to take advantage of its geographical position. 
In order to make Italy a European gas hub, it is essential to invest in stock capacity, in new regasification plants, and 
in gas pipelines connecting Italy with gas producing countries. Without adequate infrastructures, Italy will be 
destined to become a provincial branch of the European gas network rather than a crucial hub country: it is therefore 
of the utmost importance that the infrastructures are planned, managed and regulated not only with a view to 
214   Guendalina Capece /  Procedia - Social and Behavioral Sciences  109 ( 2014 )  210 – 214 
guaranteeing national supplies, but also to optimising gas flow at a European level. In this regard the national 
network ought to facilitate access to all the infrastructures connecting the various markets. It should be noted that 
the Authority plays a crucial role by constantly monitoring the gas market to evaluate the level of free market 
competition and the need for intervention. This includes facilitating the realisation of infrastructures within a 
European regulatory framework to efficiently promote an operational market and to ensure more competitive prices 
for the benefit of all consumers. 
Therefore, in the new scenario of the natural gas market that is beginning to take shape, the Authority is 
committed to using interventions and proposals to overcome the current market inefficiencies and the delays in 
developing a truly competitive market with the necessary infrastructures. 
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